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CONEIDENTIAL PHNOM PENH 4340 
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SUBJECT: POL STORAGE AND RELATED MATTERS 

REES: (A) STATE 079951; ( B) STATE 032883; ( C) PHNOM PENH 1310 

1 . DISAPPOINTINGLY LITTLE PROGRESS ON THE POL STORAGE SITUATION HAS 
BREN MADE SINCE THE DISPATCH OF REF. C. TELA KHMER' S POOR EINANCIAL 
SITUATION INHIBITS WHATEVER INITIATIVE IT MIGHT OTEHRWISE HAVE TO 
COME TO GRIPS WITH THE PROBLEM. EDC ALONE OWES TELA KHMER OVER 
600 MILLION RIELS, SOME OF WHICH HAS BEEN UNPAID FOR SIX MONTHS. 

EDC S CURRENT SITUATION IS AGGRAVATED BY THE FACT THAT SINCE 
FEBRUARY IT IS BEING BILLED AT SUBSTANTIALLY HIGHER PRICES FOR 
INDUSTRIAL DIESEL AND FUEL OIL EVEN THOUGH NO ADJUSTMENT HAS BEEN 
MADE IN ELECTRICITY RATES, ( STILL UNCHANGED SINCE 1953). 

2. EVEN THE HIGHTER PRICES DO NOT ENABLE TELA KHMER TO RECOVER OUT- 
OF- POCKET COSTS ON THESE TWO PRODUCTS, REVEALING ONCE AGAIN THE 
UNFORTUNATE APPROACH TAKEN TO POL PRICING IN FEBRUARY WHEN THE 
OLD SYSTEM OE POSITIVE AND NEGATIVE PEREQUATION TAXES WAS RETAINED. 
THE RESULT IS THAT BASICALLY TELA KHMER DOES NOT WANT TO BUY POL 
PRODUCTS OTHER THAN GASOLINE AND AUTO DIESEL BECAUSE THEY ARE THE 
ONLY ONES IT MAKES MONEY ON. NOTWITHSTANDING THIS, WE HAVE TOLD 
TELA KHMER IT MUST GIVE PRIORITY TO INDUSTRIAL DIESEL AND EUEL OIL, 
SINCE THEY ARE THE PRODUCTS MOST ESSENTIAL TO THE SURVIVAL OF 
PHNOM PENH. 

3. WITH RESPECT TO THE REPAIR CONSTRUCTION OP PERMANENT STORAGE 
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FACILITIES, ESSO HAS DONE PRACTICALLY NOTHING. TELA KHMER' S PROJECTS 
EOR NEW EACILITIES OR EOR LEASING OR BUYING STORAGE BARGES ARE 
STALLED. IN VIEW OE THESE CIRCUMSTANCES, WE PROPOSE TO INEORM TELA 
KHMER THAT WE ARE WILLING TO FINANCE AT LEAST THE RENTAL OE TWO 
BARGES OE ABOUT 400-500 CM CAPACITY. THESE TWO BARGES WILL INCREASE 
THE TEMPORARY STORAGE CAPACITY TO 2200-2400 CM. THIS IS COMPOSED 
OE THE 800-1000 CM OE THESE TWO BARGES, PLUS 1400 CM OP THE 
PERMANENT 

STORAGE CAPACITY OP CALTEX. THIS ADDITIONAL STORAGE WILL BRING 
THE OVERALL STORAGE CAPACITY TO ABOUT 19,300-19,500 CM OR AN 
EQUIVALENT OP ABOUT 18 DAYS SUPPLY OR 2 CONVOYS. PLEASE ADVISE. 

GDS 

SWANK 
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